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THURSDAY, APRIL 7, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON AGRICULTURAL CREDIT 
AND Rurat ELECTRIFICATION OF THE COMMITTEE 
ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2 p.m., in room 324, 
Old Senate Office Building, Hon. Spessard L. Holland presiding. 

Present: Senator Holland. 

Senator HoLLtanp. The subcommittee will please come to order. 

This hearing is called on S. 2977, introduced by Senator Ellender, 
on request. I will ask first that the bill be incorporated in the record 
of the hearing. 

(S. 2977 is as follows:) 


{S. 2977, 86TH Cong., 2d sess.] 


A BILL To amend the Farm Credit Act of 1933 to provide for increased representation by regional banks 
or cooperatives on the Board of Directors of the Central Bank for Cooperatives 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the terms of office of directors of the Central 
Bank for Cooperatives established prior to January 1, 1961, shall continue through 
the 31st day of December 1960 and shall expire at the end of that day, and there- 
after such Board shall be constituted in accordance with section 31 of the Farm 
Credit Act of 1933, as amended, which is hereby further amended to read as follows: 

“Sec. 31. Boarp oF DrrREcToRS OF THE CENTRAL BAaNnK.—(a) The Central 
Bank for Cooperatives shall have thirteen directors, one from each of the twelve 
farm credit districts and a director-at-large. The director-at-large shall be ap- 
pointed by the Governor by and with the advice and consent of the Federal Farm 
Credit Board. Initially, directors from six of the farm credit districts shall be 
appointed by the Governor by and with the advice and consent of the Federal 
Farm Credit Board and directors from the other six farm credit districts shall be 
elected by the board of directors of the regional bank for cooperatives in the 
district. The Farm Credit Administration shall designate the districts which shall 
be represented by appointed directors and which by elected directors. Except as 
otherwise required under subsections (b) and (c) of this section, a director ap- 
pointed for a district shall be succeeded by a director elected in the same district 
and a director elected in a district shall be succeeded by a director appointed for 
the same district. The term of office of a director shall be three years, except that 
the terms of office for directors other than the director-at-large which begin 
January 1, 1961, shall be one year, two years, and three years, divided equally 
among elected and appointed directors as designated by the Farm Credit Admin- 
istration. The Farm Credit Administration shall prescribe rules and regulations 
and take all other action necessary to permit the elections required by this section. 

“(b) Whenever, as of June 30 of any vear, the Farm Credit Administration 
determines that the sum of the capital stock and subscriptions to the guaranty 
fund of the Central Bank held by persons other than the Governor on behalf of 
the United States and surplus and reserve accounts of said bank equals or exceeds 
6634 per centum of the total capital stock, subscriptions to the guaranty fund and 
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surplus and reserve accounts of said bank, the directors from the farm eredit 
districts for the terms beginning the next succeeding January 1 shall all be elected 
by the board of directors of the regional bank for cooperatives in the respective 
districts. 

® “(c) Whenever, as of June 30 of any vear, the number of elective directors 
exceeds six and the Farm Credit Administration determines that the sum of the 
capital stock and subscriptions to the guaranty fund of the Central Bank held 
by persons other than the Governor on behalf of the United States and surplus 
and reserve accounts of said bank does not equal or exceed 6674 per centum of the 
total capital stock, subscriptions to the guaranty fund and surplus and reserve 
accounts of the bank, the directors from the farm credit districts for the terms 
beginning the next succeeding January 1 shall be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the Federal 
Farm Credit Board, until the number of elected directors is reduced to six. If 
directors are not required to be appointed fer all of the terms beginning the next 
succeeding January 1, in order to reduce the number of elected directors to six, the 
Farm Credit Administration shall designate the terms to be filled by appointment 
or election. 

*“(d) Any vacancy in the Board of Directors shall be filled for the unexpired 
term in the same manner, by appointment or election, in which the vacant office 
was filled. Each director elected or appointed for a district shall have been a 
resident of such district for at least two years prior to election or appointment. 
No person shall be eligible for election or appointment as a director for a district 
if such person has, within two years next preceding the commencement of the 
term, been a salaried officer or employee of the Farm Credit Administration or of 
any corporation operating under its supervision. No person shall be eligible to 
serve as an elected or appointed director for a district for more than two full terms 
of three years, plus any elected or appointed term of less than three years which 
expires immediately preceding his election or appointment to a full term. Any 
person who is a member of the Federal Farm Credit Board when appointed or 
elected as director shall resign as a member of the Federal Farm Credit Board 
before assuming his duties as director of the Central Bank. No _ person 
who becomes such director shall be eligible to continue to serve if he becomes a 
member of the Federal Farm Credit Board or an officer or employee of the Fa-m 
Credit Administration or an officer or employee of any corporation operating 
under the supervision of the Farm Credit Administration. Any appointed director 
may be removed at pleasure at any time by the Farm Credit Administration.” 


Senator HoLuaAnp. I notice that the list of witnesses is short, and 
I hope we can make the hearing reasonably short, because another 
hearing is already underway where I want to be present, if possible 
before long. 

The first witness is Mr. George P. Daley, the new Chairman of the 
Federal Farm Credit Board. 

We will incorporate in the record the letter from Governor Tootell 
to the President, dated Jan. 29, 1960, requesting the enactment of 
this legislation. 

(The letter referred to is as follows:) 


Farm Crepit ADMINISTRATION, 
Washington, D.C., January 29, 1960. 
The Honorable the PresipENT OF THE SENATE, 
U.S. Senate. 

Dear Mr. PresipEntT: There is enclosed a proposed bill entitled ‘‘A bill to 
amend the Farm Credit Act of 1933 to provide for increased representation by 
regional banks for cooperatives on the Board of Directors of the Central Bank for 
Cooperatives.”’ 

The purpose of the bill is to increase the Board of Directors of the Central Bank 
for Cooperatives from 7 to 13 members, 1 from each of the 12 farm credit districts, 
and a director at large who would represent the Governor of the Farm Credit 
Administration on the Board. Initially, the directors for the 12 districts would 
be equally divided between those appointed by the Governor with the approval 
of the Federal Farm Credit Board and those elected by the board of directors of 
the regional bank for cooperatives in the districts. When the Government capital 
in the Central Bank is paid down to a specified point, all directors for the districts 
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would be so elected and the Governor would appoint only the director at large. 
A brief background statement may be helpful in considering this proposal. 

There are 13 banks for cooperatives, 1 in each of the 12 farm credit districts 
and a Central Bank for Cooperatives located in the District of Columbia. These 
banks were organized pursuant to the Farm Credit Act of 1933 and operate under 
the supervision of the Farm Credit Administration, an independent agency in the 
executive branch of the Government. These banks are not banks of deposit 
and their lending business is highly specialized. They make loans to qualified 
farmers’ marketing, purchasing, and service cooperatives but none direct to indi- 
vidual farmers. 

The banks for cooperatives were capitalized by the Federal Government out 
of the revolving fund from which the Federal Farm Board previously made loans 
to cooperatives under the Agricultural Marketing Act of 1929. The banks were 
esta’ lished to replace Government lending with a plan under which the borrowers 
would acquire a financial interest in the banks, similar to the plan which was then 
being followed by the Federal land banks. Borrowers were required to purchase 
stock in the banks in amounts related to the size of their loans but when the loans 
were repaid they were given the option of having the stock retired and the pro- 
ceeds applied on their loans. This stock retirement feature prevented any sub- 
stantial accumulation of privately owned capital in the banks. It was not pos- 
si le, therefore, to repay any substantial amount of the Government’s investment 
in the banks under the law as it existed up to 1955. 

In 1955, the Congress enacted the Farm Credit Act of 1955 which provides a 
comprehensive plan for the gradual retirement over a period of years of all 
Government capital in the 13 banks. Borrowers from the banks for cooperatives 
are required to purchase class C (voting) stock in the banks in an amount related 
to the quarterly interest payments on their loans (from 10 percent to 25 percent 
as determined by the bank with the approval of the Farm Credit Administration). 
The annual net earnings of the banks, after reserves, dividends on elass B (in- 
vestment) stock, and franchise taxes are provided for, are required to be dis- 
tributed in class C stock to borrowing cooperatives. Government-owned class A 
stock of the banks is required to be retired each year in an amount roughly equal 
to the amount of class C stock issued for that year. Thus, over a reasonable period 
of years, funds from the sale of stock to borrowing cooperatives and from net 
earnings will enable the banks to retire all Government-owned class A stock in 
them. 

Under the 1955 act, when the Central Bank makes a direct loan to a cooperative 
association or participates in a loan made by a regional bank, the borrowing coop- 
eratives receive class C stock in the regional bank which, in turn, purchases class 
C stock in the Central Bank. The same pattern of stock ownership is followed 
in the payment of patronage refunds by the Central Bank, as the refunds are 
distributed in class C stock to the regional banks which, in turn, issue like amounts 
of their class C stock to the borrowing cooperatives. Thus, ultimately, all class C 
stock in the Central Bank will be owned by the regional banks and borrowers from 
the Central Bank will own only class C stock in the regional banks. In this way 
the regional banks are expected to become full owners of the Central Bank after 
all its Government-owned stock has been retired. 

At present the Board of Directors of the Central Bank is composed of seven 
members, four appointed by the Governor of the Farm Credit Administration 
with the approval of the Federal Farm Credit Board and three elected by the 
regional banks for cooperatives and borrowers from the 13 banks who are eligible 
to vote. The law provides, however, that when the Government-owned stock 
in the Central Bank is reduced to one-third or less of the bank’s total net worth 
(capital stock plus surplus and reserves), the Governor of the Farm Credit 
Administration shall appoint only one director and six shall be elected. For 
election purposes the 12 farm credit districts are now grouped into 3 areas of 
4 contiguous districts each and one director is elected from each such area. 
The law provides that when six directors are to be elected, the 12 districts shall 
be grouped into areas of 2 contiguous districts each and one director elected 
from each such area. 

The enclosed draft bill would increase the Board of Directors of the Central 
Bank to 13 in order that each of the 12 farm credit districts may be represented 
on the Board. The 13th member of the Board (director at large) would be the 
representative of the Farm Credit Administration on the Board and would always 
be appointed by him. The regional banks for cooperatives and the Farm Credit 
Administration are of the opinion that, since the regional banks are purchasing 
the Central Bank and will ultimately be the sole owners of it, all 12 districts should 
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be represented on the Central Bank Board. Furthermore, since under the policy 
established by the Farm Credit Act of 1955 the lending operations of the Central 
Bank are limited almost entirely to participations in loans made by, and direct 
loans to, regional banks, a more representative board of directors will enable the 
Central Bank to perform more effectively the lending services it is now designed 
to provide. 

The enclosed draft bill would amend the Farm Credit Act of 1933 to provide 
the following: 

1. It would terminate the term of present directors of the Central Bank 
and, beginning Jan. 1, 1961, increase the number of directors from 7 to 13 
members, 7 of the 13 to be appointed by the Governor of the Farm Credit 
Administration with the approval of the Federal Farm Credit Board and 6 to 
be elected by the boards of directors of designated regional banks for coopera- 
tives. Initially, the Farm Credit Administration would determine which six 
districts would be represented by appointed directors and which six would be 
represented by elected directors. Thereafter, each appointed director would 
be succeeded by an elected director and each elected director by an appointed 
director, unless otherwise required as explained in the next paragraph. 

2. Whenever the Government-owned stock in the Central Bank is reduced 
to one-third or less of the bank’s total net worth (capital stock plus surplus 
and reserves), the Governor of the Farm Credit Administration would appoint 
only 1 director (the director at large) and 12 directors would be elected, 1 
each from the 12 farm credit districts. If the Government-owned stock in 
the Central Bank should thereafter increase to more than one-third of such 
total net worth, the elected directors would be gradually replaced by ap- 
pointed directors until the total of elected directors is reduced to six. The 
director at large would always be appointed by the Governor. This is the 
same stock provision in the present law under which six of the seven directors 
will eventually be elected. 

3. The eligibility requirements for directors of the Central Bank are sub- 
stantially unchanged, except that (a) each director (other than the director 
at large) must have been a resident of the district for which appointed or 
elected for at least 2 years prior to such appointment or election, (6) a member 
of a district farm credit board would not be prohibited from also serving on 
the Central Bank Board, and (c) no person would be eligible to serve for 
more than two full terms as a director for a district, plus any elected or ap- 
pointed term of less than 3 years which expires immediately preceding his 
election or appointment to a full term. 

This submission has the approval of the Federal Farm Credit Board and early 
consideration and enactment of the proposed bill is recommended. 

The Bureau of the Budget advises that there is no objection to the presentation 
of this proposal for the consideration of the Congress. 

Very truly yours, 

R. B. Toore.y, Governor. 


Senator Hon.ianp. All right, Mr. Daley, we are glad to have you 
as the new Chairman. 
Mr. Datey. Thank you, Mr. Chairman. 


STATEMENT OF GEORGE P. DALEY, CHAIRMAN, FEDERAL FARM 
CREDIT BOARD, LEWISTON, MINN. 


Mr. Datey. Mr. Chairman and gentlemen of the committee, it is 
a pleasure for me to appear before this committee on behalf of the 
Federal Farm Credit Board regarding S. 2977. I shall not attempt 
to discuss the contents of the bill, as that will be done by Governor 
Tootell. My remarks will be brief. 

The Federal Farm Credit Board was established in December 1953 
pursuant to the Farm Credit Act of 1953. The Board was established 
to determine matters of policy for the Farm Credit System and to 
exercise general direction and supervision over the Farm Credit Ad- 
ministration. The Board is not an administrative body, as all admin- 
istrative powers, functions, and duties of the Farm Credit Administra- 





licy 
itral 
rect 

the 
red 


vide 


Sank 
o 18 
‘edit 
6 to 
era- 
h six 
d be 
ould 
nted 


uced 
rplus 
yoint 
ad, 1 
sk in 
such 
- ap- 
The 
s the 
ctors 


sub- 
ector 
ad or 
mber 
ig on 
e for 
r ap- 
g his 
early 


ation 


ARM 


it is 
f the 
smpt 
srnor 


1953 
ished 
id to 
. Ad- 
min- 
stra- 


BOARD OF DIRECTORS, CENTRAL BANK FOR COOPERATIVES a 


tion are vested by law in the Governor. The Board meets regularly 
six times a year, 3 days at a time, and occasionally has special meetings 
when circumstances so require. 

The Farm Credit Act of 1953 declared it to be the policy of the Con- 
gress ‘‘to encourage and facilitate increased borrower participation in 
the management, control, and ultimate ownership of the permanent 
system of agricultural credit made available through institutions 
operating under the supervision of the Farm Credit Administration.” 
The act directed the Federal Board to make recommendations to the 
Congress of means to carry out that policy, including means for the 
retirement of the remaining Government capital in the System. The 
recommendations of the Board, with some modifications, were enacted 
in the Farm Credit Acts of 1955, 1956, and 1959. These laws have 
done much to strengthen and improve the credit service of the Farm 
Credit System. We believe that the System now has the legislative 
means fully to effectuate the policy laid down in the 1953 act. I wish 
to express the appreciation of the Federal Board for the fine cooperation 
of this committee in the development and enactment of this legislation. 

The Federal Farm Credit Board has, however, a continuing respon- 
sibility under the law to make legislative recommendations to the 
Congress from time to time for improvements in laws relating to 
Federal agricultural credit. In keeping with that responsibility we 
have submitted S. 2977 which the Board feels is a needed improvement 
in the organizational structure of the Central Bank for Cooperatives. 
The Board recommends enactment of the bill. 

In conclusion, may I say that the Farm Credit System exists for 
one purpose and one purpose only—to furnish the best credit service 
possible to farmers and their cooperatives at the most favorable 
interest rates consistent with sound lending practices and the cost of 
loan funds. The Board is continually seeking ways and means to 
provide improvements in this service and to Meet the needs of an 
ever-changing agriculture. We know that we shall continue to have 
the fine cooperation of this committee in our efforts toward that end. 

Thank you, Mr. Chairman. 

Senator HoLLaNnp. May I ask a question while you are here? 

Is the Board unanimous in recommending the enactment of the 
pending bill, S. 2977? 

Mr. Datey. That is right, Mr. Chairman. 

Senator HoLtutanp. Does the Board have the cooperation of the 
officials of the Central Bank for Cooperatives in that effort? 

Mr. Datry. They are all much interested in it, Mr. Chairman, and 
would like to see it passed. 

Senator HoLLaNnp. There is no exception to that? 

Mr. Datey. No exceptions that we know of. 

Senator HoLtuanp. Both the Central Bank and the regional banks? 

Mr. Daury. That is correct; I have heard none. 

Senator Ho.Lianp. Has the matter been discussed widely and 
brought to the attention of each of the regional banks? 

Mr. Datey. That is right, Mr. Chairman, to all the regional banks, 
to the Central Bank board and Central Bank officials. 

Senator HoLttanp. Do you base your opinion as to the attitude of 
the regional banks upon merely having had no expression from them 
or upon having had affirmative approval of this bill? 

Mr. Datey. I would say it was affirmative approval, Mr. Chairman. 

54241602 
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Senator Hotianp. Thank you very much. 
The next witness is Governor Tootell. 


STATEMENT OF R. B. TOOTELL, GOVERNOR, ACCOMPANIED BY 
G. E. HEITZ, DEPUTY GOVERNOR AND DIRECTOR OF COOPERA- 
TIVE BANK SERVICE, FARM CREDT ADMINISTRATION 


Mr. Toorety. Mr. Chairman, I have a prepared statement. I 
should like to file it for the record. 

Senator Hotuanp. It will be filed. 

(The full text of the prepared statement by Governor Tootell is as 
follows:) 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
to appear before you and present the views of the Farm Credit Administration on 
S. 2977, a bill which would amend section 31 of the Farm Credit Act of 1933 
relating to the board of directors of the Central Bank for Cooperatives. 

Before discussing the provisions of the bill, I would like to make a brief general 
statement regarding the Farm Credit System, with particular emphasis upon 
the banks for cooperatives. 

The Farm Credit Administration is an independent agency in the executive 
branch of the U.S. Government. The agency consists of the Federal Farm 
Credit Board, the Governor, and officers and other employees appointed by the 
Governor. The Federal Farm Credit Board is a part-time, policymaking Board 
consisting of 13 members, 12 of whom are appointed by the President with the 
advice and consent of the Senate. In making the appointments, the President 
is required to receive and consider nominations by the three user groups in each 
credit district, namely, the Federal land bank associations, the production credit 
associations, and the farmers’ cooperatives borrowing from the banks for coop- 
eratives. The 13th member of the Board is designated by the Secretary of 
Agriculture as his representative on the Board. 

The Farm Credit Administration supervises, examines, and coordinates the 
activities of the 37 banks and some 1,300 local associations which, together with 
the Farm Credit Administration, comprise the cooperative Farm Credit System. 
The Governor, under the general supervision and direction of the Federal Board 
is responsible for the execution of the laws creating the powers, functions, and 
duties of the Farm Credit Administration. The expenses of the Farm Credit 
Administration are paid by assessments against the banks and associations of the 
System and not from U.S. Treasury funds. 

There are in each of the 12 farm credit districts a Federal land bank, a Federal 
intermediate credit bank, and a bank for cooperatives. Each district has a farm 
credit board, the members of which also serve as the board of directors of each 
of the three district banks. Each district board consists of seven members, 
two elected by the Federal land bank associations, two by the production credit 
associations, one by the stockholders of the banks for cooperatives, and two 
are appointed by the Governor of the Farm Credit Administration with the ap- 
proval of the Federal Farm Credit Board. There is a Central Bank for Coopera- 
tives located in the District of Columbia which has a separate board of directors. 

The Federal land banks provide farmers and ranchers with long-term credit 
on farm real estate. These loans are made through approximately 800 Federal 
land bank associations scattered throughout the country. The Federal inter- 
mediate credit banks discount agricultural paper for 494 production credit associ- 
ations and a small number of privately capitalized credit corporations and 
livestock loan companies, all of which make short-term loans to farmers. The 
banks for cooperatives make loans to farmers’ marketing, purchasing, and service 
cooperatives. 

The Farm Credit banks and associations do not lend Government money. 
Loan funds are obtained primarily through the sale by the banks of their bonds 
and debentures to the investing public. These bonds and debentures are secured 
by the assets of the issuing banks but they are not guaranteed by the Government 
either as to principal or interest. 

Farmers and their cooperatives made record use of the Farm Credit System 
in 1959. Total borrowings from the System in the calendar year 1959 was 
$4 billion compared to a net total in the calendar year 1958 of $3.4 billion. 
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The amount of farm mortgage loans made by the Federal land banks increased 
from $429 million in the calendar year 1958 to $572 million in 1959. Many 
farmers borrowed to purchase land to enlarge their farms and to round out under- 
sized units. Loans also were made to farmers to refinance and consolidate 
existing debts and to provide funds for major farm improvements and adjustments. 

Loans made by the production credit associations increased from $2.2 billion 
in the calendar year 1958 to $2.5 billion in 1959. Higher levels of operating 
expenses and increases in the size of farm units contributed to this rise in produc- 
tion credit. Farmers also are tending to borrow more as agriculture shifts more 
to a commercial basis requiring larger amounts of operating capital. 

Loans made by the banks for cooperatives increased from $559 million in the 
calendar year 1958 to $698 million in 1959. Farmers’ cooperatives borrowed 
larger amounts to modernize and expand their operations to meet increasing 
needs of their farmer members. The volume of business handled by cooperatives 
has been rising in recent years. 

The banks for cooperatives were organized under the Farm Credit Act of 1933. 
These banks can make loans only to farmers’ marketing, purchasing, and service 
cooperatives. The loans may be made to assist qualified cooperative associations 
in financing necessary physical facilities, to provide them with supplemental 
operating capital and, on the security of commodities, to finance the processing 
and marketing of agricultural products. 

The banks for cooperatives were established to replace certain lending activities 
of the old Federal Farm Board under the Agricultural Marketing Act of 1929, 
insofar as that Board was authorized to make loans to farmers’ cooperative 
associations. They were capitalized initially by the United States out of the 
revolving fund from which the Farm Board made loans to cooperatives. In 
setting up the banks, it was the intention of Congress to replace Government 
lending with a plan under which borrowers would acquire a financial interest in 
their lending institutions similar to the plan followed by the Federal land banks. 
Borrowers were required to purchase stock in the banks equal to approximately 
5 percent (a lower percentage in the case of certain type loans) of the amount 
of their loans. Upon repayment of the loan, the borrowers had the right to have 
the stock retired and to receive the proceeds in cash or have them applied as a 
payment on the loan. Borrower capital built up in this manner could not be 
regarded as permanent and, consequently, the banks had to have substantial 
amounts of Government capital in order to operate effectively. As the credit 
service of the banks increased over the years, capital stock subscriptions by the 
United States increased until they reached $178.5 million in 1945. This amount 
was reduced to $150 million at the time of enactment of the Farm Credit Act of 
1955. 

The Farm Credit Act of 1955 provided a plan for the systematic retirement 
over a period of vears of the Government capital in the banks for cooperatives. 
This was to be made possible by the accumulation of permanent capital contributed 
by the borrowers from the banks. Under the 1955 act, borrowers from the banks 
are required to purchase stock (class C) in the banks in an amount related to the 
quarterly interest payments on their loans (from 10 to 25 percent as determined 
by the bank with the approval of the Farm Credit Administration). In addition, 
the net earnings of the banks, after reserves, Federal franchise taxes, and specified 
dividends on preferred stock (class B) are provided for, are required to be dis- 
tributed in stock (class C) to the borrowing cooperatives. Government-owned 
stock (class A) in the banks is required to be retired each year in an amount 
approximately equal to the amount of stock (class C) issued for that year to bor- 
rowers. Under this plan of operation, funds from regular investments in stock 
by borrowers and from net earnings of the banks are being used to retire Govern- 
ment capital in the banks. When all Government capital in the regional banks is 
retired, the borrowing cooperatives will own all of the stock of these banks. 

A word about the function and capital stock structure of the Central Bank for 
Cooperatives. The law provides that the Central Bank shall make direct loans 
to cooperative associations only in cases where it is not practicable for them to be 
made by the regional banks. Therefore, the lending activity of the Central Bank 
is limited largely to participations in loans by the regional banks which exceed the 
lending limits prescribed by the Farm Credit Administration for these banks and 
the making of short-term loans to the regional banks. The Central Bank makes 
very few direct loans to cooperative associations. Under the law, when the Cen- 
tral Bank participates in a loan by a regional bank, the borrower purchases all of 
its stock (class C) in the regional bank which then purchases stock in the Central 
Bank in proportion to the Central Bank’s participation in the loan. Also, a 
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direct borrower from the Central Bank, instead of purchasing stock in the Cen- 
tral Bank, is issued stock in one or more regional banks which in turn purchase 
a like amount of stock in the Central Bank. This same pattern of stock owner- 
ship is followed in the payment of patronage refunds by the Central Bank, that 
is, the stock is issued to the regional banks which in turn issue stock to the bor- 
rowing cooperatives. Thus, all of the stock (class C) in the Central Bank is 
owned by the regional banks and the borrowers own their stock in the regional 
banks. When all Government capital in both the regional banks and the Central 
Bank is retired, the cooperative borrowers will also own the Central Bank by rea- 
son of their ownership of all of the stock of the regional banks. Both the regional 
banks and the Central Bank have issued some preferred stock (class B) which is 
held by borrowing cooperatives and a few other investors. 

As of January 30, 1959, the banks for cooperatives had retired $23.7 million of 
Government-owned stock since the Farm Credit Act of 1955 became effective on 
January 1, 1956. This reduced the amount of Government capital in the banks 
for cooperatives to $126.3 million compared with a peak of $178.5 million in 1945 
and $150 million on January 1, 1956, when the present stock retirement plan 
became effective. 

Under present law, the board of directors of the Central Bank consists of 7 
members, 4 appointed by the Governor of the Farm Credit Administration with 
the approval of the Federal Farm Credit Board and 3 elected by the 12 regional 
banks for cooperatives and the cooperative associations which are borrowers 
from and stockholders of the banks for cooperatives. The regional banks and 
the cooperative associations each have one vote in these elections. The law 
provides, however, that when the Government-owned stock in the Central 
Bank is reduced to one-third or less of the total net worth of the bank (capital 
stock, plus surplus and reserves), the Governor of the Farm Credit Administra- 
tion shall appoint only one director and six shall be elected. For the present 
elections, the 12 farm credit districts are grouped into 3 areas, 4 districts in each 
area, 1 director being elected from each area. Under the present law when 6 
directors are to be elected, the 12 districts would be grouped into areas of 2 
districts each and 1 director elected from each area. 

The bill before you would make two important changes in the Farm Credit Act 
of 1933. First, it would increase the number of directors of the Central Bank to 
13 in order that each of the 12 farm credit districts may be represented on the 
board. The 13th member of the board (the director at large) would be the 
representative of the Governor on the board and would always be appointed 
by him. Second, it would provide for the election of such directors by the boards 
of directors of the regional banks rather than by the regional banks and the 
cooperative associations borrowing from the 13 banks. The bill would also 
make a few other changes of a minor sort. 

The full effect of the bill may be summarized as follows: 

1. It would terminate the term of present directors of the Central Bank and, 
beginning January 1, 1961, increase the number of directors from 7 to 13 members, 
7 of the 13 to be appointed by the Covernor of the Farm Credit Administration 
with the approval of the Federal Farm Credit Board and 6 to be elected by the 
boards of directors of designated regional banks for cooperatives. Initially, the 
Farm Credit Administration would determine which six districts would be 
represented by appointed directors and which six would be represented by elected 
directors. Thereafter, each appointed director would be succeeded by an elected 
director and each elected director by an appointed director, unless otherwise 
reauired as explained in the next paragraph. 

2. Whenever the Government-owned stock in the Central Bank is reduced to 
one-third or less of the bank’s total net worth (capital stock, plus surplus and 
reserves), the Governor of the Farm Credit Administration would appoint only 1 
director (the director at large) and 12 directors would be elected, | each from 
the 12 farm credit districts. If the Government-owned stock in the Central 
Bank should thereafter increase to more than one-third of such total net worth, 
the elected directors would be gradually replaced by appointed directors until 
the total of elected directors is reduced to six. This is similar to the present law 
under which six of the seven directors will eventually be elected. The director 
at large would always be appointed by the Governor. 

3. The eligibility requirements for directors of the Central Bank are sub- 
stantially unchanged, except that (a) each director (other than the director-at- 
large) must have been a resident of the district for which appointed or elected for 
at least 2 years prior to such appointment or election, (b) a member of a district 
farm credit board would not be prohibited from also serving on the Central Bank 
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Board, and (c) no person would be eligible to serve for more than two full terms as 
a director for a district, plus any elected or appointed term of less than 3 years 
which expires immediately preceding his election or appointment to a full term. 

Our purpose in presenting this bill is to provide a more representative and 
balanced board for the Central Bank. The composition of the new board would 
also be more in keeping with the historic 12-distriect setup of the Farm Credit 
System. It seems to us that each of the farm credit districts should have a repre- 
sentative on the board of the Central Bank. 

In regard to the change in voting for elected directors, it is our view that the 
privilege of electing directors should be reserved to the stockholders of the Central 
Bank, as is the practice among corporations generally. The cooperative associa- 
tions which now may vote in these elections do not own stock in the Central Bank 
and eventually, when the Government-owned stock is retired, the Central Bank 
will be owned entirely by the regional banks for cooperatives. For this reason, 
we believe it is more appropriate that the election of a Central Bank director from 
a district should be by the bank for cooperatives in the district. This would, of 
course, mean that the board of directors of the bank would elect such director. 
The cooperative associations which are now eligible to vote for Central Bank 
directors have shown no great interest in such elections as indicated by the small 
percentage of them which have voted in the past three elections. These cooper- 
ative associations will, however, continue to be eligible to vote in the elections for 
members of the district farm credit boards in which they have a more direct 
interest. 

S. 2977 has the unanimous endorsement of the farm credit board in each farm 
credit district and of the presidents of the regional banks for cooperatives. We 
know of no objection to it. 

The Farm Credit Administration reeommends that the bill be enacted. 


Mr. Toore uy. | can cooperate with you in the matter of shortening 
this hearing, if vou wish. The first six pages of this deals with back- 
ground with respect to the Farm Credit System which is prepared 
really for the benefit of other members of the committee who are not 
here. Because of your knowledge of the Cooperative Farm Credit 
System, I doubt that vou would gain anything by having me read 
that. 

Senator HoLuanp. All right, sir, proceed to state to the record the 
changes in law which are contained in this legislation and the reasons 
for each. 

Mr. Toore.u. | think, Mr. Chairman, I might best do that by 
starting to read at the bottom of page 6. It is stated quite concisely. 

Senator HoLuanp. All right. 

Mr. Tooretui. Under present law, the Board of Directors of the 
Central Bank consists of 7 members, 4 appointed by the Governor of 
the Farm Credit Administration with the approval of the Federal 
Farm Credit Board and 3 elected by the 12 regional banks for coopera- 
tives and the cooperative associations which are borrowers from and 
stockholders of the banks for cooperatives. The regional banks and 
the cooperative associations each have one vote in these elections. 
The law provides, however, that when the Government-owned stock 
in the Central Bank is reduced to one-third or less of the total net 
worth of the bank (capital stock, plus surplus and reserves), the 
Governor of the Farm Credit Administration shall appoint only one 
director and six shall be elected. For the present elections, the 12 farm 
credit districts are grouped into 3 areas, 4 districts in each area, 1 
director being elected from each area. Under the present law when 
6 directors are to be elected, the 12 districts would be grouped into 
areas of 2 districts each and 1 director elected from each area. 

The bill before vou would make two important changes in the 
Farm Credit Act of 1933. First, it would increase the number of 
Directors of the Central Bank to 13 in order that each of the 12 farm 
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credit districts may be represented on the board. The thirteenth 
member of the board (the Director at large) would be the representa- 
tive of the Governor on the board and would always be appointed 
by him. Second, it would provide for the election of such Directors 
by the boards of directors of the regional banks rather than by the 
regional banks and the cooperative associations borrowing from the 
13 banks. The bill would also make a few other changes of a minor 
sort. 

The full effect of the bill may be summarized as follows: 

1. It would terminate the term of present Directors of the Central 
Bank and, beginning January 1, 1961, increase the number of Direc- 
tors from 7 to 13 members, 7 of the 13 to be appointed by the Governor 
of the Farm Credit Administration with the approval of the Federal 
Farm Credit Board and 6 to be elected by the boards of directors of 
designated regional banks for cooperatives. Initially, the Farm 
Credit Administration would determine which six districts would be 
represented by appointed Directors and which six would be repre- 
sented by elected Directors. Thereafter, each appointed Director 
would be succeeded by an elected Director and each elected Director | 
by an appointed Director, unless otherwise required as explained in 
the next paragraph. 

2. Whenever the Government-owned stock in the Central Bank is 
reduced to one-third or less of the bank’s total net worth (capital 
stock, plus surplus and reserves), the Governor of the Farm Credit 
Administration would appoint only 1 Director (the Director at large) 
and 12 Directors wotld be elected, 1 each from the 12 farm credit 
districts. If the Government-owned stock in the Central Bank should 
thereafter increase to more than one-third of such total net worth, the 
elected Directors would be gradually replaced by appointed Directors 
until the total of elected directors is reduced to six. This is similar 
to the present law under which six of the seven Directors will eventually 
be elected. The Director at large would always be appointed by the 
Governor. 

3. The eligibility requirements for Directors of the Central Bank | 
are substantially unchanged, except that (a) each Director (other than | 
the Director at large) must have been a resident of the district for | 
which appointed or elected for at least 2 years prior to such appoint- 
ment or election, (6) a member of a district farm credit board would 
not be prohibited from also serving on the Central Bank board, and } 
(c) no person would be eligible to serve for more than two full terms 
as a Director for a district, plus any elected or appointed term of less [ 
than 3 years which expires immediately preceding his election or} 
appointment to a full term. 

Our purpose in presenting this bill is to provide a more representa- 
tive and balanced board for the Central Bank. The composition of 
the new board would also be more in keeping with the historic 12- 
district setup of the Farm Credit System. It seems to us that each 
of the farm credit districts should have a representative on the board f 
of the Central Bank. 

In regard to the change in voting for elected directors, it is our view 
that the privilege of electing directors should be reserved to the stock- 
holders of the Central Bank, as is the practice among corporations 
generally. The cooperative associations which now may vote in| 
these elections do not own stock in the Central Bank and eventually, 
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when the Government-owned stock is retired, the Central Bank will 
be owned entirely by the regional banks for cooperatives. For this 
reason, we believe it is more appropriate that the election of a Central 
Bank director from a district should be by the bank for cooperatives 
in the district. This would, of course, mean that the board of directors 
of the bank would elect such director. The cooperative associations 
which are now eligible to vote for Central Bank directors have shown 
no great interest in such elections as indicated by the small percentage 
of them which have voted in the past three elections. These coopera- 
tive associations will, however, continue to be eligible to vote in the 
elections for members of the district farm credit boards in which they 
have a more direct interest. 

S. 2977 has the unanimous endorsement of the farm credit board 
in each farm credit district and of the presidents of the regional banks 
for cooperatives. We know of no objection to it. 

Tne Farm Credit Administration recommends that the bill be 
enacted. 

Senator Hotuanp. Has there been any imperfection or hardship or 
unsatisfactory condition noticeable because of the present provision 
of law for a smaller board than you recommend here? 

Mr. Tooteuyt. Well, Mr. Chairman, I| believe I can say qualifiedly 
“ves” to that question. The regional banks have felt that they were 
ro! adequately represented under the present setup. 

Senator HoLLaNnb. Each of them would have a director under the 
new setup at all times, would it not? 

Mr. Toore.uu. Yes; that is true. 

Senator HoLuanp. But only half of them would elect their own 
directors? 

Mr. Toore ut. For the time being. 

Senator HoLtianp. And half of the 12 would be appointed by the 
Governor? 

Mr. Tooretu. That is right, with the advice and consent of the 
Federal Farm Credit Board. 

Senator HoLuanp. And then eventually all 12 would be elected by 
the regional institutions? 

Mr. Toore.tu. That is right. 

Senator HoLuanp. Provided that the investment of the Federal 
Government was reduced to what figure? 

Mr. Toore.u. To one-third or less of the net worth of the Central 
Bank. 

Senator HoLttanp. What is the present situation with reference to 
the outstanding stock in the regional and Central Banks? 

Mr. Toote.tut. The Federal Government owns approximately 54 
percent of the net worth of the—well, I will put it another way: 
Approximately 54 percent of the net worth of the Central Bank 
presently is represented by Government capital. 

Senator HoLtanp. What about the regional banks? 

Mr. TooTe.u. Well, the regional banks—I think I had better ask 
that Mr. Heitz, the Director of the Cooperative Bank Service answer 
that question, Senator Holland. 

Senator HoLuanp. It is a request for detailed information. I 
should expect that he would have it on hand. 

Do you have it, Mr. Heitz? 

Mr. Herrz. The total net worth—— 
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Senator HoLLanp. Come over to the table, will you, please, sir? 

Mr. Herrz. Thank you, Mr. Chairman. 

The total net worth for the entire System, including the Central 
Bank, is about $266 million. Of that $266 million of net worth, about 
$126 million is represented by Government capital. 

Senator HoLttanp. Now, break it down as between the Central 
Bank and the regional banks, if you can. 

Mr. Hertz. The class A stock in the Central Bank is about—I will 
have to pause on that a minute. 

I have it; $44,850,000. 

Senator Hotutanp. That is the federally owned stock? 

Mr. Hertz. That is the federally owned stock. 

Senator HoLianp. In the Central Bank? 

Mr. Hertz. Approximately $45 million. 

Senator Hottanp. And what is the other class A stock? 

Mr. Hertz. That is in the regional banks; it would be $126 million 
in all the banks, less approximately $45 million in the Central Bank. 

Senator HoLianp. I am speaking now of the investments in the 
Central Bank alone. What is the total amount of class A stock in the 
Central Bank? 

Mr. Hertz. About $45 million, which is Government stock. 

Senator Hotutanp. All owned by the U.S. Government? 

Mr. Herrz. That is right, sir. 

Senator Hottanp. What about other classes of stock? 

Mr. Herrz. We have class B in the Central Bank amounting to 
about $2 million, slightly over $2 million. And we have class C stock 
owned by the district banks, amounting to some $5.6 million. 

Senator HoLttanp. What is the second-class stock that you men- 
tioned there that you have? 

Mr. Hertz. The class C stock, or voting stock, sir, which is entirely 
owned by the district banks, rather than by cooperative associations. 

Senator HoLttanp. That was the amount of 5—— 

Mr. Hertz. $5.6 million. 

Senator Hotitanp. Now, it was the one just ahead of that that I 
was asking about. 

Mr. Hertz. $2.1 million in class B stock, or what we might call 
investment stock. 

Senator HoLttanp. And by whom is that owned? 

Mr. Hertz. That is owned by the district banks for cooperatives, 
sir. 

Senator Hotuanp. For the purpose of computing the amount of 
investment by the district banks, do you add those two together? 

Mr. Hertz. Add tegether the class B and the class C stock; in a 
very real sense, we could add those two together in direct investments 
in the Central Bank. 

Senator HoLutanpb. Totaling some 7 

Mr. Herrz. About $7.8 million, sir. 

Senator Hottanp. And that contrasts with about $45 million 
class A stock owned by the Federal Government? 

Mr. Hertz. That is right, sir. 

Senator HoLtanp. Then the percentage of privately owned stock 
or stock owned other than by the Federal Government would be 
reached by comparing that $7.8 million figure with the $45 million? 

Mr. Herrz. Approximately so, sir. 
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Senator HoLLanp. Now, in the case of the regional banks what is 
the situation as to the division of the holdings, of investment holdings 
between the Federal Government and the users? 

Mr. Herrz. About $81.5 million of class A, or Government stock, 
in all banks other than the Central Bank, sir; and there are $14 million 
of class B stock, $26 million of class C stock, or about $40 million of 
user stock in the district banks. 

Senator HoLianp. As contrasted with what figure, now? 

Mr. Herrz. As contrasted—]I mentioned a little bit ago class B 
stock of $2.1 million. 

Senator HoLLtanp. No; as contrasted with the Federal investment 
in the regional banks of how much, $80 million something? 

Mr. Herrz. It is $81 million; $81.5 million, to be exact. It is right 
at 44 percent. 

Senator HoLitanpv. Are there any of the regional banks where the 
patron investment, the investment by the people who are using it, is 
beginning to approach 66% percent? 

Mr. Hertz. There is one, sir, where we are close to the two-thirds. 
The 66% percent ratio is the point wherein the users would elect the 
additional director to the District Farm Credit Board. 

In the Wichita district, it is my opinion that, in another year, or 
2 years at the outside, the users of that bank for cooperatives would 
elect an additional director to the District Farm Credit Board. 

Senator Hotianp. Thank you. 

Then the other regional institutions are in a comparatively weaker 
position from that Wichita bank, then; weaker from the standpoint of 
having smaller percentages of investment in the total capital? 

Mr. Hertz. That is right. It will take them some longer, sir, to 
retire their Government capital to the point at which the users of 
their banks would elect the additional director to the District Farm 
Credit Board. 

Senator HoLttanp. Governor Tootell, I note that in the proposed 
change in the law you preserve the present feature, that up until the 
time that two-thirds of the Government capital is retired, a majority 
of the board members would be appointed by the Government. 

Mr. TooTe.u. Yes, sir. 

Senator HoLttanp. Of course, a majority constitutes a different 
number—— 

Mr. Toore.u. Surely. 

Senator HoLLaNp (continuing). In the case of the enlarged board, 
but the principle would remain the same. 

Mr. Toore.u. As it was; it would still be one more than half. 

Senator Hotianpb. Do the regional banks for cooperatives have any 
objection to this provision to alternate from the standpoint of them- 
selves electing their director to the Central Bank and having their 
director appointed by the Government? 

Mr. TooretL. No. As a matter of fact, I believe that was a sug- 
gestion which they themselves made as a solution to this problem. 

Senator HoLttanp. Now, the whole purpose of this is just to give 
more general representation to the investors by having each regional 
bank represented at all times in the directorate of the Central Bank; 
is that it? 

Mr. TooTe.u. Yes, sir. 
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Senator Hotianp. Allright. I note you lay down some additional 
qualifications for eligibility requirements and additional details for 
eligibility requirements for directors of the Central Bank. What are 
they? 

Mr. Tooretu. Well, let me see. They were three in number, one 
of them being that the district board member may serve on the 
Central Bank board. 

As a matter of fact, we rather expect that a fairly high proportion 
of the directors of the Central Bank board may be district board 
members. I would think that might be true both as to the elected 
and as to the appointed members. 

Senator HoLLanp. Why is it that you have eliminated or you would 
eliminate the voting privileges in electing directors of the cooperatives 
who are investors in the regional banks? 

Mr. Toorreiui. Well, Mr. Chairman, they are not, in fact, stock- 
holders of the Central Bank, and that is the basic reason why it is 
proposed that they be eliminated from voting for the directors of the 
Central Bank. They rather are stockholders of the regional banks 
and will continue to have voting rights in electing board members for 
the regional banks. 

Senator HoLuaNnp. Your theory is that if they are not represented 
faithfully by the directors of the regional banks, it is their own fault? 

Mr. Tooretu. I think very definitely so. 

Senator HoLtanp. Well, what was the reason for including in the 
present legislation the provision that the cooperatives should partici- 
pate in the selection of directors? 

Mr. Toore.u. I would just say that that was an error in judgment, 
sir. 

Senator HoLLanp. Well, have you had any trouble come out of 
that? 

Mr. TooTe.tu. No trouble come out of it, except that there has 
been very little interest taken in the voting by the cooperatives, in 
voting for the Central Bank board members. When you have co- 
operatives as far distant as east Texas and northwest Washington in 
the same district and voting for representation on the Central Bank 
board, it ordinarily is not possible that they be acquainted with the 
candidates and be able to vote intelligently. 

Senator HoLuanp. Is it required now that they have to be per- 
sonally present, or do they vote by written ballot? 

Mr. Tootsatu. They vote by written ballot, the elections being 
conducted by our office. 

Senator Hotianp. And it is not a matter of expense or incon- 
veni2nce to persons, but it is a matter of lack of acquaintanceship in 
many cases with the people that are being voted on; is that the point? 

Mr. Toore.u. That is an important part of it, and then a matter 
of confusion as between the election for members to the Central Bank 
board and to their district regional banks. 

Senator HoLtanp. And the cooperatives are, as you have already 
said, still eligible to vote in electing the directors of the regional banks? 

Mr. Tootr=iu. Yes, indeed. 

Senator HoLLanp. How has this matter been presented to the 
cooperative group who constitute the members of the stockholders of 
the regional banks? 
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Mr. Toore.u. Well, this matter has been discussed at the meetings 
of the national directors; in other words, the board of directors of each 
of the 12 Farm Credit districts when they meet annually each fall. 
It has been thoroughly discussed back and forth among them, and 
they are the ones that recommended specifically to the Federal Board 
that this action be taken. 

Now, they, in turn; each district in turn, has had meetings, if not 
annually, then every 2 years or such a matter, in the past, with the 
stockholders of their bank for cooperatives. And at those stock- 
holders meetings this matter of representation and the proposal for 
changing the voting has been a subject of discussion. 

Senator HoLuanp. Is there any complaint or contest of this matter 
which has been brought to your attention from any of the cooperative 
members? 

Mr. Toorett. You mean a complaint against this proposed 
legislation? 

Senator HoLuanp. Yes. 

Mr. Tootretu. No, sir; none whatsoever. 

But often at the stockholders meetings, they voice a lack of under- 
standing and confusion about the complicated voting situation in the 
Farm Credit banks. 

Senator Hotuanp. I note that this recommendation was addressed 
entirely to the cooperative bank setup, banks of cooperatives, and has 
no relation to the land banks or the intermediate credit banks. 

Mr. Tooretu. That is true. 

Senator HoLLanp. Does that mean that this problem has not arisen 
in the other two groups? 

Mr. Tooretu. [t does not arise in the other two groups, Senator 
Holland, because there is no central bank; there is no central land 
bank or central intermediate credit bank. 

Senator HoLttanp. And you feel that the Directors of the Farm 
Credit Administration serve as an adequate clearinghouse of opinion 
so far as all are concerned; that is, all the investors in these other 
systems are concerned? 

Mr. Tootetu. Yes. In the final analysis, they do. 

In addition to that, there are national advisory committees from 
the banks for cooperatives, the production credit associations, and the 
Federal land bank associations. 

Senator Hotianp. All right, thank you, sir. 

Mr. Tootetu. Thank you very much, Mr. Chairman. 

Senator HoLianp. I notice that Mr. Kenneth Thatcher is here, of 
the National Advisory Committee of Stockholders of the Banks for 
Cooperatives. Mr. Thatcher. 


STATEMENT OF KENNETH THATCHER, REPRESENTING THE NA- 
TIONAL ADVISORY COMMITTEE OF STOCKHOLDERS OF THE 
BANKS FOR COOPERATIVES, DES MOINES, IOWA 


Mr. THatcuer. Mr. Chairman, my name is Kenneth Thatcher. 
I am presenting this statement as a representative of the National 
Advisory Committee of Stockholders of the Banks for Cooperatives. 
This committee is an independent committee representing stock- 
holder-borrowers from the district banks for cooperatives. We serve 
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in an unofficial advisory capacity to the district banks for cooperatives 
and, on occasion, to the Federal Farm Credit Board. The committee 
has been meeting here in Washington this week. 

Senator Ho_ttanp. How has the membership of the National Ad- 
visory Committee which you represent been fixed; how has it been 
named? 

Mr. Tuatcuer. Well, this has not been an elected committee. It 
has been a committee of volunteers, I would say, to a degree, that were 
interested. It was active in 1955 when the amendment was made to 
the Farm Credit Act, then of people who were interested in working 
to change the legislation at that time, and then came into W ashington 
and met here, and came in again. It is a sort of a volunteer com- 
mittee. 

Senator HoLLAND. Who appoints it? 

Mr. Tuatcuer. Well, I would not say that it is appointed, although 
it comes about through the district banks, the people who are in touch 
with the banks and anxious to work, and in touch with the board of 
directors. It is, as I said in my testimony here, an unofficial com- 
mittee and not pretending to be an elected committee of all of the 
stockholders. But the members of the committee are interested in 
sound farm credit legislation and do try to keep in touch with as many 
of the cooperatives as they can, and also with the district banks. 

Senator Hottanp. How many members are there in the committee? 

Mr. THatcuer. Well, there were in meeting here vesterday, in 
Washington, 12. 

Senator HoLLanp. One from each district? 

Mr. Tuatcuer. Yes. Each district, except that districts 3 and 11 
were not represented, and letters were in the hands of the chairman 
of the committee yesterday indicating that they were in support of 
the legislation before you and the decision that the group finally made; 
They had had the legislation prior to that. In one district there were 
two members. There are four additional members of the committee, 
at least, here now, Mr. Chairman. 

Senator Hottanp. W ell, now, were you named from the stock- 
holder-borrowers in your district? 

Mr. THatcHer. No, sir. I came in to this meeting because of 
interest in this legislation and, after having discussed it with some of 
the members of the Farm Credit board and discussed it with the presi- 
dent of the Bank for Cooperatives, and Mr. Schmidt here from the 
same district, they would have been glad, I know, to have had any 
other members who were sufficiently interested to come to Washington 
to come. 

Senator HoLianp. Who issued the invitation to your advisory 
board to come here? 

Mr. Tuatcuer. Well, the invitation came from the chairman of 
the advisory committee, Mr. Smith. 

Senator HoLLANp. What district does he come from? 

Mr. Tuatcuer. Mr. Smith is from Lubbock, Tex., the 10th district. 

Senator HoLtaNnp. Does your National Advisory Committee advise 
the Board of the Central Bank for Cooperatives? Who are you 
advisory to? 

Mr. THatcuHer. Well, we have never—to my knowledge—we have 
not met. At least, | have not been present at any meeting with the 
Central Bank. But we have met with the Farm Credit Board twice 
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that L have been present. The Federal Farm Credit Board, and then 
in the individual districts, | am sure; I know at least in our district 
the president of the bank occasionally calls to ask advice. And I 
am quite sure he does not limit that aivien just to those of us who are 
members of this committee, but he does call usually to question us 
about legislation pending and, on occasion, has come to Des Moines 
to discuss it with me. 

Senator HoLuanp. All right, sir; proceed. 

Mr. Tuatcuer. The committee has studied the proposed amend- 
ment to the Farm Credit Act of 1933 to provide for enlarging the 
board of the Central Bank and changing the method of election. 
After thorough discussion, here in W ashington yesterday, we were in 
unanimous agreement that this is desirable legislation. 

Briefly, we believe the changes in method of election will eliminate 
considerable confusion in election procedures. Borrowing coopera- 
tives are often confused by the duplicating election procedures of the 
district farm credit boards and the Central Bank Board. We also 
believe the proposed procedure and the enlarging of the Central Bank 
Board will make for a closer relationship between the farm credit 
districts and the Central Bank. Also, it will make for a better under- 
standing and even closer responsiveness of the Central Bank to the 
district banks and their stockholder-cooperatives. We are looking 
forward to the time when Government capital will have been suffi- 
ciently retired and we can elect 12 members of the Central Bank Board 
through the district boards. 

I want to make it clear that our committee represents cooperatives 
who will be giving up the privilege of direct election of Central Bank 
Board members. We do not believe we will be losing any democracy 
because we elect the district boards and place confidence in them to 
select Central Bank Board members. 

We appreciate this opportunity to appear before the committee 
and recommend enactment of the bill before you. 

Senator HoLtitanp. Now let us get back to your committee again. 
Are you recognized as an advisory committee by the Farm ( ‘redit 
Administration ? 

Mr. Tuatcuer. I believe so; yes, sir. 

Senator Hotranp. And yet not appointed by them nor by the 
regional groups that vou more directly represent? 

Mr. Tuatcuer. Well, I do not know that I can answer you exactly 
whether the word “appoint” is correct or not. We were, in 1955; as I 
remember. I was called and asked if I was familiar with the pending 
legislation. I was somewhat familiar, not completely. I was asked 
if | would be interested in making a trip to Washington to learn more 
about it and to give my advice, and I said I would be willing to do so. 

Now, if that constitutes an appointment, then we were appointed. 

Senator HoLttanp. You were asked by whom? 

Mr. Tuatcuer. By the President, or by the—I am not sure it was 
the President; by the district board. 

Senator HoLttanp. What is your business, Mr. Thatcher? 

Mr. Toatcuer. I am secretary of the Farm Bureau Service Co. 
of Iowa, and this is a State supply cooperative serving about 57 
member cooperatives. 

Senator Hotianp. All right, sir. Thagk you. 

I notice the name of Mr. Herschel D. Newsom, master of the Grange. 
Mr. Newsom, how are you, sir? 
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STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. All right, sir. Thank you. 

Mr. Chairman, I have a relatively brief statement of only three 
pages, but I think, even so, in view of the foregoing statements, I can 
conserve time by simply stating that——— 

Senator Hotianpb. First, you want your statement to appear in 
full in the record? 

Mr. Newsom. I would like to have it appear in full. 

Senator HoLLtanp. That will be done. 

(The full text of the prepared statement of Mr. Newsom is as 
follows:) 

APRIL 7, 1960. 

The Grange is pleased to bring before this subcommittee its viewpoints concern- 
ing S. 2977. 

S. 2977 is designed to amend the Farm Credit Act of 1933 to provide for in- 
creased representation by regional banks for cooperatives on the Board of Diree- 
tors of the Central Bank for Cooperatives. 

The Grange favors the passage of this legislation as another step in the orderly 
over-the-years development of the Cooperativ e Farm Credit System. 

The Congress and its agricultural leadership, in our opinion, may be eminently 
proud of its sound record of authorizing and guiding, progressively since 1916, this 
useful cooperative credit tool which has meant, and continues to mean, so much 
to the welfare of the farmer, the rancher, and his cooperative services. The Co- 
operative Farm Credit System stands as a monument today to the statesman- 
like efforts of dedicated Americans who have served their country, both in and 
out of Congress. 

The Grange is proud to have had a hand in this movement since its inception. 
It is our opinion that government has been used wisely in the evolution of the 
Farm Credit System. It has enabled farmers to help themselves in the process 
of developing a mechanism which, when coupled with both private and govern- 
mental sources of credit which are available, constitutes the finest and most satis- 
factory total system of credit ever experienced by farm people. 

In an effort to conserve the time of the committee, I shall comment only briefly 
on the details of the bill, since others in position of responsible understanding are 
here to discuss them. 

Basically, the bill increases from 7 to 13 the members of the Board of Directors 
of the Central Bank for Cooperatives. We see this advantage in making the 
change: 

The move would give each of the 12 farm credit districts, as stockholders in the 
Central Bank, a representative on the Board (the 13th member is appointed at 
large). Under the present system with only one-half of the 12 districts being 
represented at any one time, the Board cannot be quite as “well-rounded’’ nor as 
broad and comprehensive in its policy as it would be with all 12 districts repre- 
sented. 

The Federal Farm Credit Board itself sets a precedent for this. It is made up 
of 13 members. The advantage of this becomes clear when the function of the 
Central Bank for Cooperatives is viewed as evisioned in the 1955 legislation which 
which set it up. 

In the case of a cooperative that is more national in scope than it is regional, it 
is logical, as a rule, to assume that its credit needs will be better served by the 
Central Bank than by any one of the regional banks for cooperatives. The Cen- 
tral Bank for Cooperatives is equipped to make these loans. 

The Central Bank also is designed to make loans to the various district banks. 
(In case a loan is too large for one of the district co-op banks to make, then the 
Central Bank may share that loan.) 

Since the business of the Central Bank for Cooperatives involves cach of the 
12 district banks, each of the 12 banks should clearly be represented on the 
Board of the Central Bank. 

Except for a change in the number of members serving on the Board of Directors 
of the Central Bank, S. 2977, as I understand it, changes none of the basic features 
of the Agricultural Credit Act @f 1955. Further, it makes no changes in the 
eligibility of the Board members, except as follows: 
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1. A member of a district Farm Credit Board is not barred from serving on 
the Board of the Central Bank for Cooperatives. 

2. No person is eligible to serve more than two full terms on the Central Bank 
for Cooperatives Board. 

3. Each of the 12 Directors representing regions or districts must have been 
a resident of the district for which he would serve for at least 2 years prior to 
being considered for the post. 

Insofar as additional expense is concerned, this would not involve more than 
a few thousand dollars, since the Board for the Central Bank only meets four 
times a year. The cost of the seven-man board is something like $9,000 annually. 
The 13-man Board would be only proportionately more expensive but such 
expense would be fully justified. 

We would suggest that the committee amend the proposed legislation in such 
a Way as to make certain that the members of the Board are truly bona fide men 
of experience in farm cooperative service. 

Grange interest in the progressive development of the Cooperative Farm 
Credit System dictates that we seek approval by the Congress of this measure 
to further improve the ability of the total Farm Credit System to be responsible 
to agricultural credit requirements and serve American farmers even better in 
the future. 

Mr, Newsom, I sometimes have appeared before this committee 
and its counterpart on the other side of the Capitol as chairman of 
the Joint Farm Credit Committee of the National Grange, the 
American Farm Bureau and the National Council. This committee 
is still in existence and I am still chairman of that committee, but I 
am appearing now only as master of the National Grange, in view of 
the fact that a representative of the Farm Bureau Federation and of 
the National Council of Farmer Cooperatives are scheduled to appear, 
as I understand it. . 

I would like to say that the Grange supports this bill wholeheartedly. 
We believe that it is thoroughly in accord with the purpose that was 
originally ours in this 20-year effort to set up a more cooperative farm 
credit structure and, in the language that has been referred to in the 
statement by George Daley — 


to encourage and facilitate increased borrower participation in the management, 
control, and ultimate ownership of the permanent system of agricultural credit. 


By the way, I think I would like to suggest this as a supplement to 
the very good answer given by Governor Tootell to one of your 
questions of a few minutes ago. 

I would like to point out that, in the case of a cooperative of a 
national or larger than a regional character, there is this wise pro- 
vision for joint participation in meeting the credit requirements by 
the Central Bank with the regional bank. This fact in itself, as we 
continue to move toward increased borrower participation and 
responsibility, I think dictates this type legislation at this time. 

It seems clear to me that this measure is in complete harmony with 
Grange philosophy and with the philosophy that prompted the act 
of 1953 and successive acts. 

I would point out that, because there is a slight additional cost of 
administration involved here, we have asked for advice on this subject 
matter. We are advised that the larger Board would probably cost 
as much as $9,000 or $10,000 a year extra; but we think this is so 
nominal in proportion to the benefit out of this legislation that cer- 
tainly it should not be an obstacle to the passage of this bill. 

We do have one minor, comparatively minor, suggestion to make 
as to possible alteration in the bill as presented by the administration 
and approved by the Bureau of the Budget. I do not know how 
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important it is. I suspect that our colleague, Mr. Riggle, of the 
National Council of Farmer Cooperatives, may have a little more to 
say about this. 

We have not drafted the amendment that would accomplish what 
we want, but it does seem wise to us that the committee give some 
consideration to a requirement that the members of the Central 
Bank Board should be bona fide experienced men in the cooperative 
service movement within the agricultural structure. 

Now, whether or not you may find it possible to impose such a 
requirement on those who are elected, 1 am not prepared to say. 
I think it would certainly be easy to impose that sort of requirement 
on those who are appointed by the Government. 

Senator Houtuanp. Is there any such requirement for the appoint- 
ment of a membership of the Board of Directors of the Farm Credit 
Administration? 

Mr. Newsom. No, I do not think so. There was an attempt, as 
the chairman will recall, at something of this kind, about as bold an 
attempt as we knew how to make and still avoid conflict with the 
constitutional provision as to Presidential appointments, 

Senator Hotuanp. You refer to the triple nominations 

Mr. Newsom. Yes. 

Senator HoLLaNnp (continuing). That come in from each region. 

Mr. Newsom. And you may recall that, from the original draft of 
that bill, we were obliged, on competent advice, I am sure, to modify 
the language to the effect that the President should receive and 
consider these appointments. 

Senator HoLuanp. And he was not required 

Mr. Newsom. That is right. 

Senator HoLuanp (continuing). Or confined to those nominees? 

Mr. Newsom. That is right. 

Senator HoLutanp. Well, this, of course, is not that kind of a case 
at all. 

Mr. Newsom. No. 

Senator HoLuaNnp. This is a matter of prescribing qualifications 
when the people most concerned, investors, have themselves expressed 
their judgment as to who can best represent them. 

Now let me ask you this question. 

Following out your idea, and suppose that words were found to 
carry it out, to make it applicable to the selection of the Board mem- 
bers, who would be the judge and how would the matter be passed on 
as to whether the persons elected did come up to those qualifications? 

Mr. Newsom. This is one of the reasons, Mr. Chairman, that we do 
not have definite language to submit to you. 

Senator HoLianp. Well, I appreciate your candor. You are always 
very frank, Mr. Newsom. 

Do you care to say anything further on the matter? 

Mr. Newsom. No, sir. 

Senator HotLanp. Your statement is placed in the record. 

Mr. Newsom. Thank you. 

All right. Mr. Rigg'e. 
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STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL 
COUNCIL OF FARMER COOPERATIVES 


Mr. Riaeure. Mr. Chairman, my name is John Riggle, secretary of 
the National Council of Farmer Deommuainte I suspect I can read 
this into the record about as fast as I could give the substance of it 
any other way. 

Senator HoLuanpb. Surely. 

Mr. Rieaeie. The National Council has no specific policy with 
regard to this particular bill, but we believe it is sound farmer cooper- 
ative business principle that all the district banks for cooperatives, 
who acquire ownership of the stocks of the Central Bank for Cooper- 
atives as the Government capital is retired, and thus assume the 
responsibility for the finances and operation of the Central Bank, 
under the Farm Credit Act of 1955, should be directly represented on 
the governing Board of Directors. This is necessary if the banks are 
to be informed and prepared to act on policy matters intelligently. 

Senator HoLuanp. In other words, you favor the enlargement of the 
Board so that each of them can be represented? 

Mr. Riaate. Yes, sir. 

Senator HoLianp. All right, sir. 

Mr. Riaewe. Further than that, not just the enlargement, but that 
each district bank which is a stockholder be represented on the Board. 

Senator HoLuanp. It would be necessary to have the Board en- 
larged to have each of them with a definite representative. 

Mr. Riaaue. That is right. 

One point that has not been made, and that is that in the present 
system of election, in the selection of a lay director from each of the 
several districts, some of the districts have a lot more cooperatives in 
them than others, and tend to have a continuation of members on 
this Central Board. 

And I might state that the reason why we have no policy on this 
is not because we are not interested, it is because the bill was not 
perfected and introduced at the time of our annual meeting in January. 

But our Farm Agricultural Credit Committee is made up of stock- 
holders from all the district banks and of directors to the district 
banks and directors of the Central Bank, and our new chairmanof 
the Agricultural Committee, as was the old chairman, are directors 
of the Central Bank. And this matter was discussed but nothing 
was done about it because no bill had as yet been introduced. 

If the subcommittee considers the bill favorably, we urge that it 
be appropriately amended to provide that directors appointed to 
represent the Governor of the Farm Credit Administration and elected 
by the district banks for cooperatives to the Board of Directors of 
the Central Bank be further qualified by requiring that they be per- 
sonally familiar with the operation and financing of farmer coopera- 
tives through active farmer cooperative experience in the farm credit 
districts which they represent. The financing of cooperative facilities, 
of the commodities which they handle, and of their operations, and 
their financial structure are different from financing farm real estate 
and farm operations in which land banks representatives and produc- 
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tion credit representatives in the district may have experience, al- 
though, of course, there are potential district representatives who are 
familiar and experienced in two or all three of these fields of farm 
credit system operations. 

Under the laws which were superseded by the Farm Credit Acts 
of the 1950’s, directors of the district and central banks for cooperatives 
were selected from the farmer cooperatives who were, of course, the 
direct stockholders in both banks. 

Senator HoLtianp. Well, I will come back now to the question that 
we discussed with Mr. Newsom. How would you prepare to carry 
out and make sure that it be carried out, the provision of the amend- 
ment which you suggest; that is, that directors appointed to represent 
the Governor and the district banks on the Board of Directors be 
further qualified by a requirement that they be personally familiar 
with the operations and financing of the farmer cooperatives, and so 
forth? 

Mr. RiaGcuie. Well, there are on each district bank representatives 
of each of the three operations of the System, of course, those who 
represent the cooperatives and the Production Credit Association and 
the Farm Loan Association. They know who are qualified, during 
their long experience they have had in this field, and they would be 
inclined to do this. 

The second thing is that those who are appointed by the Governor 
ought to be approved by the Federal Farm Credit Board, which 
does have a representation of three operating functions of the Farm 
Credit System—land banks and production credit or intermediate 
credit and the cooperative credit. And the Board members would 
be qualified to pass on these representatives when their biographies 
were submitted and know whether or not they are qualified. 

Senator Ho.tianp. I think it would be very simple to provide that 
one of the requirements of the board members who were appointed 
by the Governor and confirmed or approved by the Farm Credit 
Board would be that they should have that experience. That would 
mean that it would be in the judgment of that group as to whether 
they had the experience or not. But it is the other group that are 
elected directly by the regional organizations themselves that cause 
me trouble in the matter. How would it be determined whether the 
persons elected live up to that requirement? 

Mr. Riceuie. Well, I think, as I say, that they have these three 
divisions out there represented on the district board. And the board 
of the district bank for cooperatives, of course, is the board for the 
farm loan bank and also for the intermediate credit bank. And they 
know who these people are and their qualifications, and they would 
be inclined to go along with this provision. 

Senator HoLtLanp. Now we are talking, though, about action just 
by the district board. 

Mr. Riecusr. That is right; on their election they would be—— 

Senator HoLttanp. Their own, of that bank, the regional bank for 
cooperatives, alone? 

Mr. Riceix, That is right, the regional bank. 

Senator HoLtuanp. Do you think it is perfectly sound to rely upon 
their discretion and simply to put this provision in there, trusting that, 
with this provision in there, they would always honor it by electing 
such persons? 
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Mr. Riga@xe. | think so, or else at the next election of the district 
bank board there would probably be some change made. I think it 
would get back to the cooperatives mighty quick if the district board 
continued to do something to avoid this provision as a continuous thing. 
I do not think it would happen except perhaps in one or two instances, 
especially where the person was qualified in all three farm credit 
activities, because he may be a member of a production credit asso- 
ciation, he may be a member of a farm loan association, and he may 
be a director of a cooperative, and qualified from all three standpoints; 
there certainly would be no occasion to consider that an avoidance of 
the requirements that prevail. But as far as the rest of it is concerned, 
I think it is a matter to go back to the stockholders of the district banks 
if this provision were avoided. 

Senator Hoxnianpb. In other words, you favor just putting in a 
provision that persons appointed or elected as the members of the 
board shall be persons, and so forth, who have had that experience, 
and not having any enforcement machinery or anything of that kind; 
just having confidence that the electing authorities will follow that 
rule, if it is laid down as a rule? 

Mr. Riaeie. Yes; because being in the law, the representatives on 
the district banks for the cooperatives would certainly want to see 
that the qualifications were carried out, and it would be a matter of 
their saying so. I think it may well be that on page 4, under (d), 
where it specifies some of the qualifications of the directors, that some 
such a provision might be included, Mr. Chairman. 

Senator Hotianp. All right; I understand. 

Mr. Jonn C. BaGwetu (General Counsel, Farm Credit Adminis- 
tration). I had drafted something here that I think would carry out 
what Mr. Riggle had in mind. 

Senator HoLianp. Does this language that has been supplied by 
Mr. Bagwell carry out the suggestion which you had? 

Mr. Ricete. Well, I had thought of a little fuller language, of— 
have had experience with or have recognized knowledge in the field of financing 
and operation of agricultural cooperatives. 

Senator Hotianp. Well, without objection, I am going to file in 
the record this suggested language, which will be shown to have been 
prepared by Mr. Bagwell; and Iam asking you to please have language 
which you think will carry out your suggestion filed with the com- 
mittee in the next couple of days. 

Mr. Rieexe. All right. 

Senator Hottanp. And I am asking our own counsel to prepare 
language which he thinks would carry out your suggestion and present 
it to the committee. 

(The proposed language of Mr. Bagwell referred to is as follows:) 

Insert before the period in line 11, page 4, the following: ‘and shall have had 


experience with or have re cognized knowledge concerning the business and 
financial operations of agricultural cooperatives” 


Senator Hottanp. Thank you very much, Mr. Riggle. 

Mr. Riaeie. Thank you, Mr. Chairman. 

Senator HoLtanp. I think the record should also show, in the case 
of you and Mr. Newsom, master of the Grange, both, how many 
cooperatives does your organization now represent. 
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Mr. Riacue. We have 127 regional and federated members, who 
have some 5,000 local member associations, and there are as members 
of these associations about 2.7 million farmers. 

Senator HoLtianp. All right. Mr. Newsom, would you state just 
in one sentence the number of your local groups and approximate 
number of farm families? 

Mr. Newsom. We have, Mr. Chairman, slightly more than 7,000 
what we call subordinate granges—this is the community-type 
organization—some 800 Pomona granges, which are units embracing 
the subordinate national granges within a given county, or in some 
areas of the country it is not definitely on the county line. Our 
individual members have totals just above 800,000. 

Senator HoLuanp. Thank you, sir. 

Now, the Farm Bureau Federation is not present, as I understand 
it, today? Qh, are you here? 

Mr. Hatt. Yes, but I left a letter. 

Senator Hotuanp. I see. Mr. Hall is here, but he has just filed a 
letter with the committee. Mr. Hugh F. Hall, assistant legislative 
director, after stating that the Farm Bureau has no specific policy 
because this was not a matter that was reduced to specifics when its 
last general meeting took place, ended with this statement: 

Since it seems to be in line with the general objectives we have long supported 
with respect to farm credit, we support the principle of this bill. 

Is that not right? 

Mr. Haut. Right. 

Senator HoLuanp. Thank you. 

Are there others who wish to be heard? 

There are others who have filed written statements with the com- 
mittee, and for the information of all present, I will state who they are. 

Mr. E. M. Norton, secretary of the National Milk Producers 
Federation, has filed a statement. Mr. Norton is not present, is he? 

(No response. ) 

Senator Hotuanp. Mr. Roy B. Davis of Lubbock, Tex., has filed 
a statement on behalf of stockholders of the Houston Bank for 
Cooperatives. That is one of the regional banks. 

Is Mr. Davis present? 

(No response. ) 

(The letter and statements referred to above are as follows:) 


AMERICAN Farm BuREAU FEDERATION, 
Washington, D.C., April 7, 1960. 
Senator Spessarp L. Ho.uianp, 
Chairman, Agricultural Credit and Rural Electrification Subcommittee, Senate 
— on Agriculture and Forestry, Senate Office Building, Washington, 
D.C. 


Dear SENATOR HOLLAND: Farm Bureau does not have specific policy on the 
bill S. 2977, introduced by Senator Ellender, to amend the Farm Credit Act of 
1933 to provide for increased representation by regional banks for cooperatives 
on the Board of Directors of the Central Bank for Cooperatives. 

Since it seems to be in line with the general objectives we have long supported 
with respect to farm credit, we support the principle of this bill. 

Sincerely yours, 
Huau F. Hatt, Assistant Legislative Director. 
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STATEMENT FILED By E. M. Norron, Secretary, NaTionaL MILK PRopucERS 
FEDERATION 


On behalf of the dairy farmers and the dairy cooperative associations repre- 
sented through the National Milk Producers Federation, I want to express our 
appreciation for the privilege of submitting this statement in support of 8. 2977. 

The Federation is a national farm organization. It represents approximately 
half a million dairy farmers and some 800 dairy cooperative associations which 
they own and operate. Through these cooperatives farmers act together to process 
and market in their own plants at cost the milk and butterfat produced on their 
farms. 

Dairy farmers and dairy cooperatives are directly interested in the banks for 
cooperatives. Many of the dairy cooperatives represented through the Federation 
are current borrowers from the banks and others expect to use them in the future. 
Loans made by the banks to dairy cooperatives and outstanding as of June 30, 
1959, totaled $55 million. Dairy cooperatives are the second largest class of 
borrowers from the banks, grain cooperatives being the largest. 

The banks for cooperatives provide an adequate and understanding source of 
credit in a specialized field. ooperatives using them would be handicapped in 
many instances in finding adequate and reasonable financing without the aid of 
the banks. Those which are not presently using the banks are strengthened and 
encouraged by the knowledge that a dependable and discerning source of credit 
is available for use when needed. 

The bill under consideration is another step in the overall plan under which 
the various farm credit lending institutions are advancing steadily toward the 
goal of farmer ownership and farmer control. 

The 12 Federal land banks have been completely owned by their farmer- 
members since 1947. Approximately 97 percent of the capital stock of the 495 

roduction credit associations is now owned by the members of the associations. 

he Farm Credit Act of 1956 set up a plan for gradual retirement of the Govern- 
ment capital in the Federal intermediate credit banks and more than $20 million 
of the stock in these banks has now been taken over by the production eredit 
associations. 

Prior to the passage of the Farm: Credit Act of 1955, there was-no satisfactory 
provision for the retirement of the Government capital in the banks for coopera- 
tives. The Federation and its dairy cooperative members strongly supported 
that legislation, even though it meant that contributions toward capital in the 
banks would have to be made in addition to interest payments on loans. 

We are proud of the progress that is being made by cooperatives under the 
1955 law. In the few years that the law has been in effect, cooperatives have 
retired almost $24 million of the Government capital. Cooperatives now own a 
total of approximately $38 million stock in the banks as against Government 
capital of $126.3 million. 

We would like to express once more our appreciation to this committee and 
to the Congress for having provided the necessary legislation which made possible 
this impressive showing. 

Woven through the farm credit legislation is the principle that as the borrowers 
from the various lending institutions retire the Government capital greater control 
over the institutions will be given the borrower-stockholders through the election 
of directors. 

The present bill would increase the number of directors in the Central Bank 
for Cooperatives from 7 to 13 thus providing representation from each of the farm 
credit districts. At the present time, it would provide for six of the directors to 
be elected by the boards of directors of regional banks. The remaining seven 
directors would be appointed by the Governor of Farm Credit Administration 
with the approval of the Farm Credit Board. As the Government capital in the 
Central Bank becomes further reduced, 12 of the directors would be elected 
through the regional banks. The director-at-large would always be appointed 
by the Governor of Farm Credit Administration. 

Representation of the 12 farm credit’ districts on the board of directors of the 
Central Bank is sound, we believe, and so is the principle of greater elective 
representation as the Government capital is retired. 

We, therefore, support the bill under consideration and urge its enaetment. 
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STATEMENT FiLtep By Roy B. Davis ON BEHALF OF THE STOCKHOLDERS OF 
Houston BANK FOR COOPERATIVES, LuBBock, TEx. 


My name is Roy B. Davis. I reside in Lubbock, Tex., and present this 
statement as the chairman of the stockholders committee representing the 
stockholders of the Houston Bank for Cooperatives. This bank is one of the 
12 district banks for cooperatives organized pursuant to the provisions of the 
Farm Credit Act of 1933. 

Approximately 248 farmers’ cooperative associations in the State of Texas 
own capital stock and allocated surplus of the Houston Bank for Cooperatives 
in the aggregate amount of approximately $3 million. At the annual meeting 
of these stockholders, which was held in Austin, Tex., on February 22, 1960, 
they adopted a resolution by unanimous vote supporting 8S. 2977 and its com- 
panion bill H.R. 10310. A copy of the resolution is appended hereto as exhibit 
A. Both of these bills which provide for increased representations by regional 
or district banks for cooperatives on the board of directors of the Central Bank 
for Cooperatives are, in our opinion, good bills. 

These bills are designed to remedy a situation which was brought about 
in the Farm Credit Act of 1955. In that act it is provided that the Central Bank 
for Cooperatives shall have seven directors of which four shall be appointed by 
the Governor of the Farm Credit Administration by and with the advice and 
consent of the Farm Credit Board and three shall be elected by the district 
banks for cooperatives and cooperative associations. Provision was also made 
therein that whenever the sum of the capital stock and subscriptions to the 
guarantee fund of the Central Bank for Cooperatives held by persons other than 
the Governor of the Farm Credit Administration on behalf of the United States, 
and the surplus and reserve accounts of said banks shall equal or exceed 66% 
percent of the total capital stock, subscriptions to the guarantee fund and surplus 
and reserve accounts of said banks, the successors to three of the four appointed 
directors are to be elected by the district banks for cooperatives and the coopera- 
tive associations in accordance with the formula set forth in the act. 

We would point out that all of the capital stock of the Central Bank for 
Cooperatives is owned by the 12 district banks for cooperatives and by the 
Governor of the Farm Credit Administration on behalf of the United States. 
None of the cooperative associations who are now authorized by law to have a 
voice in the election of directors of the Central Bank for Cooperatives, may 
own any of the capital stock of the Central Bank. We would also point out 
that at the present time each organization eligible to vote is entitled to one 
vote; hence the smallest cooperative association in any district (which owns no 
stock whatsoever in the Central Bank) possesses the same voting power as the 
district bank, which is a substantial stockholder. 

The Central Bank for Cooperatives, while authorized to make direct loans to 
cooperative associations under limited circumstances (and which, we understand, 
does not have at this time but one such direct loan outstanding) may be said to 
serve as a bank designed primarily to implement the functions and services of the 
12 district banks. It is, in reality, a bank designed to purchase participations in 
excess loans made by the district banks and to make loans to these banks. In the 
conduct of their business there must of necessity be a closely coordinated relation- 
ship between the district banks and the Central Bank. Furthermore, the district 
banks and the Central Bank share joint liability on the consolidated debentures 
aggregating many millions of dollars which they issue and sell from time to time 
to the investing public. 

Because of these relationships the district banks have a more direct interest in 
the functions and operations of the Central Bank than do the thousands of coop- 
erative organizations who do not borrow from it. Nevertheless, these thousands 
of nonborrowing organizations who possess no stock in the Central Bank for 
Cooperatives and who have no business dealings with it or direct interest in its 
operations now possess the power to elect members of its board of directors. 

With regard to the election of directors to the Central Bank for Cooperatives 
under the existing laws, each farm credit district does not have equal representa- 
tion. The four elected directors are elected from four regions. Three farm 
credit districts are grouped into each region. This enables farm credit districts 
with the greater number of cooperative associations to exert a greater influence 
in the election of a director than districts with smaller numerical strength. It is 
interesting to observe that when Congress passed the Farm Credit Act of 1953 
creating the Federal Farm Credit Board to supervise the functions of the Farm 
Credit Administration, it provided that each farm credit district should have a 
representative on the Board, the 13th member being designated by the Secretary 
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of Agriculture to represent the public interest. This gave each farm credit 
district equal representation. We feel that the same degree of representation 
should be had by the district banks on the Central Bank board. 

It is our position that inasmuch as the district banks for cooperatives have a 
direct interest in the operations of the Central Bank and together with the United 
States are the owners of all of the capital stock of the Central Bank for Coopera- 
tives, and since the district banks are in the process of acquiring the stock presently 
belonging to the United States, these banks as corporate entities should be em- 
powered to elect the directors of the Central Bank for Cooperatives in accordance 
with the formula set forth in 8S. 2977 and that the size of the board of directors 
should be increased to 13 in order that each district bank for cooperatives may be 
represented by 1 representative in addition to the 13th member who will 
represent the public interest. 

Since the cooperative associations who are the stockholders of the district banks 
are in the process of acquiring and will own ultimately all of the capital stock of 
the district banks, and since they are now exercising increased participation in the 
management and control of the institutions operating under the supervision of 
the Farm Credit Administration in accordance with the Farm Credit Act of 1955, 
it is our belief that their best interests will be served if the directors of the Central 
Bank for Cooperatives are selected by the board of directors of each district bank 
(who represent the stockholders of the district banks) rather than have such 
board selected in the manner now provided. 


RESOLUTION RELATING TO THE CENTRAL BANK FOR COOPERATIVES ADOPTED 
BY THE STOCKHOLDERS OF THE Houston BANK FOR COOPERATIVES ON 
FEBRUARY 22, 1960 


Whereas three members of the Board of Directors for the Central Bank for 
Cooperatives are now elected by borrowers and banks for cooperatives in the 
farm credit districts and four members are appointed by the Farm Credit Admin- 
istration; and 

Whereas it is felt that by reason of the relationship between the Central Bank 
for Cooperatives and the 12 district banks for cooperatives, the boards of directors 
of each of said district banks should be empowered to elect 1 member of the 
Board of Directors of the Central Bank for Cooperatives; and 

Whereas legislation has now been introduced to accomplish this, such being 
in Senate bill 2977 and House bill 10310: Now, therefore, be it 

Resolved, That the stockholders of the Houston Bank for Cooperatives make 
known their support of these bills: Be it further 

Resolved, That the Secretary of this meeting be, and he is hereby, directed to 
transmit a copy of this resolution supporting such bills to each of our congressional 
representatives from the State of Texas. 


Senator Hotuanp. I would like the record to show who the other 
members of the advisory committee are who are present and support- 
ing the statements made by Mr. Thatcher. 

Mr. TuatcHer. I have the names of four of them, at least, Mr. 
Chairman. 

Senator HoLianp. Will you read them, please? 

Mr. Tuarcuer. Mr. Kenneth Miller of the Louisville district in 
Indianapolis; Mr. Kenneth Schmidt of the Omaha district, Omaha, 
Nebr.; Mr. A. L. Farnham of the St. Louis district, Springfield, Mo. 

Senator HoLuanp. Are these three gentlemen all present? 

Mr. THatcHer. Yes; these three. And Mr. William J. Holman, 
Spokane district, Boise, Idaho. 

Senator HoLuanp. Do you gentlemen all support the statement by 
Mr. Thatcher? 

(Chorus of affirmation.) 

Senator Hotutanp. Thank you very much. 

Then there is a resolution; well, that accompanies a statement from 
the Houston bank. 
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Now, gentlemen, as far as I know, that completes the hearing just 
as the quorum call has come. Is there anything else? 

(No response.) 

Senator Houuanp. If not, we have concluded at this time. I 
appreciate the expedition which you have given this matter and as- 
sure you that you are doing a better job than the Senate is right now 
in that regard. 

(Whereupon, at 3:05 p.m., the hearing was adjourned at the call 
of the Chair.) 


x 








